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Financial Highlights 
(000) omitted from dollar figures except per share 


Sales 

Earnings before extraordinary items 
Extraordinary items 

Net earnings 

Working capital 

Shareholders’ equity 

Per Common Share 

Earnings before extraordinary items 
Net earnings 

Dividends 


Shareholders’ equity 


1978 
$26,404 


524 


524 
3,507 


6,273 


18 cents 
18 cents 
7 cents 


2.16 


1977 
$24,822 
703 


703 
3,446 


5,958 


25 cents 
25 cents 
6 cents 


2.04 


1976 
$23,983 
852 

26 

878 
392 
5,437 


30 cents 


31 cents 


6 cents 


1.85 


1975 
$22,386 
691 

201 

892 
1,366 
4,740 


25 cents 


32 cents 


1974 
$18,524 
490 

357 

847 

732 
3,881 


18 cents 


30 cents 


PRESIDENT’S MESSAGE 
TO SHAREHOLDERS 


Profits for the fiscal year ended February 25, 1978 
were down from last year, and were less than we had 
budgeted for. In spite of higher sales, we suffered 
from a decline in profit margins in certain divisions 
and generally higher operating costs. 


The financial results, however, mask a number of 
positive developments, and have precipitated a 
reassessment of activities where returns on investment 
have proven to be less than our standards. In the 
pages which follow, we provide some details of our 
operating divisions, including particularly the 
opportunities and challenges within each. In addition, 
we outline some of the corrective measures we have 
taken to improve overall operating results. 


Revenues for the year were up 6.4% , to a record 
$26.4 million. Net earnings were $524,000, equal to 
18 cents per common share, compared with 25 cents 
per share in the previous year. 


Funds provided from operations, consisting of 
earnings, depreciation, and deferred income taxes, 
were just under $1,200,000. These funds, together 

with other sources (principally the proceeds of long- 
term borrowings) were used to the extent of $1,049,000 
for additions to fixed assets, $363,000 for debt 
retirement, and $209,000 for dividends, leaving a 

small increase in working capital. 


For the current fiscal year, to February 1979, we 
are looking to revenue increases in the-order_of 10% 
to 15% , and a more than proportionate profit 


increase. Consequently, the semi-annual dividend 
was increased to 4 cents per share earlier this year. 
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ASTRAL BELLEVUE 


We are pleased to report that in May, 1978, Laurent 
Picard, the newly appointed Dean of the Faculty of 
Management at McGill University, replaced Miles 
Price, who resigned as a member of our Board of 
Directors during the year. In addition, John Liberman 
has decided not to stand for re-election to the Board, 
and Timothy R. Price, president of Mico Enterprises 
Limited, has been nominated to fill the vacancy. My 
associates join me in thanking Miles Price and John 
Liberman for their wise counsel during their service 
as directors. 


The efforts of our loyal employees across Canada, 
the interest of our shareholders, the patronage of our 
customers, and the co-operation of our suppliers, are 
gratefully acknowledged. 


Sincerely, 


Harold Greenberg, 
President 


ASTRAL BELLEVUE 


RETAIL DIVISION 
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Divisional sales were up approximately 17% over 
the previous year and exceeded 50% of the 
corporation’s total consolidated revenues. The 
bigger part of the increase occurred in the Astral 
Stores, where five new stores were opened. The 
breakdown of stores follows: 


Stores Stores Stores projected 
as at as at as at 
Feb. 26,1977 Feb.25,1978 Feb. 24, 1979 


BY LOCATION 

Quebec 33 36 40 
Ontario 11 12 13 
Alberta 0) 2 3 
Total Stores 44 50 56 


BY OPERATION 


Angreen Photo 
(Miracle Mart) 31 BW 34 


Astral Photo 13 18 DP 


In the Miracle Mart operation, expansion is entirely 
dependent on the host organization which has been 
moving cautiously. Regular sales and earnings 
increases have been recorded. 


In the Astral Photo Stores, geographical 
diversification is permitting entry into certain more 
rapidly growing retail markets. We are very pleased 
with the continued success of our store in the 
Toronto-Eaton Centre, and in the very near future 
our fourth store in the Toronto area will be opened 
in the Yorkdale Shopping Centre, a prime location. 
In Calgary, our stores in the Chinook Centre and the 
Marlborough Centre are operating very successfully, 
and on May 17 a third store was opened in the 
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Scotia Centre. Management is assessing the 
possibility of accelerating its planned store opening 
programme in the new areas. 


During a period of rapid store openings, profitability 
is impaired due to the necessity of higher front end 
administration and advertising expenses. 
Nevertheless, a stronger base is being built, which 
will result in a larger market share and increased 
future profits. 


In anticipation of the effects of the decline in the 
Canadian dollar, especially vis-a-vis Japanese 
currency, the division moved to protect itself with 
increased inventories of imported merchandise 
prior to recent price increases. For the entire division, 
fiscal 1979 is planned to generate modest volume 
increases in existing locations, but an overall 30% 
improvement due to new store openings, and a 
better than proportionate profit improvement. 


PHOTOFINISHING DIVISION 


With plants in Toronto and Montreal, this division 
continues to produce an excellent profit 
contribution. Sales volume in Toronto was 
impacted by the termination of the Fotomat 
processing business which occured in July 1977. 
Sales efforts were successful to the extent that the 
replacement volume generated far exceeded plan. 


A major development was the introduction of 
Kodachrome processing, making Bellevue the 

first independent Canadian laboratory to offer this 
service. Delays in equipment installation meant 
that the service became fully operational in January 
1978 only, and revenues from the service, as well 

as from the sale of Kodachrome film in Bellevue 


processing-included packages, were postponed a 
few months. 


Aggressive marketing and sales campaigns in both 
markets include a 24-hour service in colour prints, 
private branding, and promotions with the Toronto 
Blue Jays, Montreal Expos, Canadian National 
Exhibition, CN Tower, McDonald’s Restaurants, and 
continuous promotional programmes with individual 
chains and stores, tailored and executed for their 
particular needs. 


Approximately 25% of consolidated fixed asset 
additions were earmarked to this division, and 
additional equipment, although on a reduced scale, 
is planned for fiscal 1979. A major improvement in 
the Montreal plant will be the installation of a 
computerized billing and customer service system. 


Processing revenues are budgeted for modest 
increases in the present year, although the sale of 
substantial processing-included Kodachrome film 
will boost reported sales figures, and assure a 

future flow of processing volume for our laboratories. 


MOTION PICTURE PROCESSING 
DIVISION 


The activities of this division were scaled down in 
fiscal 1977 with the closing of the Brockhouse 
Avenue laboratory in Toronto, leaving a sound and 
post-production centre in that city. The Montreal 
facilities remain a fully integrated processing and 
post-production operation. 


In Montreal, both sales revenues and profits exceeded 
the previous year by substantial margins, and some 
further improvement is looked for again in fiscal 
1979, although not of the same magnitude. 


Extensive renovations to the plant, including the 
moving of specialized equipment from Toronto, 


were undertaken in Montreal this past year and will 
continue in fiscal 1979. Our new sound studios 

in Montreal have increased our dubbing capacity 
and have helped greatly to meet the demand for this 
service. The company has renegotiated a long-term 
lease with option to purchase the Montreal land and 
building under advantageous terms. 


A reorganization of the remaining Toronto sound 
facilities, which has been renamed PATHE SOUND 
AND POST-PRODUCTION CENTRE, produced 
profitable operations in the final months of the year, 
and there are indications of further growth in this 
area. 


DISTRIBUTION DIVISION 
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Distribution consists of three separate, but closely 
related activities — television distribution, 
theatrical distribution and production involvements. 


Television distribution, the most predictable of these 
activities, continues to report satisfactory revenues 
and earnings. Our ability to obtain higher volume 
product at lower risk has been increased through a 
changing trend in the industry towards agency 
relationships rather than outright ownership of 
product. While this reduces our gross margin, 
recent increased product acquisitions will increase 
sales and profits and our position in the industry 
will be enhanced with the distribution of new 
programming such as THE CAROL BURNETT 
SHOW, KENNEY ROGER’S MUSIC TIME and P.P. 
LONGSTOCKING. In addition, KIDSWORLD, a 
very popular series in the United States, has been 
mounted as a co-production between Astral 
Television Films, T.V. Ontario and the Global 
Television Network. 


We are also pleased to report that with the renewal 
of our distribution agreement with Freemantle 
International, Astral Television Films will acquire 


such well-known North American series as THE 
CISCO KID, THE AFTER SCHOOL SPECIALS and the 
popular day time soap opera, RYAN’S HOPE. 


Theatrical distribution remains a very unpredictable 
activity. Pictures for theatrical release are obtained 
through long standing agency relationships or are 
acquired individually through negotiation with 
independent producers. Increasingly, these producers 
are becoming an important source of product for 

an independent distributor such as Astral. 
Competition for the few boxoffice hits has forced 
prices up. 


In fiscal 1978, while revenue increased over 30% , 
a reduction in gross protit accompanied by over- 
head increases resulted in a unsatisfactory 
performance. 


We are looking forward to a major turn around this 
coming year. Overhead costs have been reduced, 
film procurement policies have been revised to 
produce higher gross margins, and the Columbia 
Pictures arrangement has been renegotiated on more 
favorable terms. Avco Embassy Pictures Corp., have 
become reactivated in film production and 
acquisition and have already delivered such films 

as RABBIT TEST, THE MANITOU, and A DIFFERENT 
STORY this year. Rank Film Distributors, who during 
the last year supplied only one feature film, have 
announced a minimum of six features for the current 
year. In addition, independent productions such as 
IN PRAISE OF OLDER WOMEN, | LOVE YOU HUGS 
AND KISSES, THE SILENT FLUTE, and JAGUAR will 
be released this year. 
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Motion Picture production activities are intended 
to be supportive of the distribution network and, 
where possible, the processing and post-production 
facilities. By the packaging of film properties, 
Astral is able to obtain work for its laboratories and 
for distribution. In addition for its efforts, the 
Company often earns fees and profit participations. 


During this year the Company co-produced IN 
PRAISE OF OLDER WOMEN and we are now in 
pre-production of a major motion picture film 
entitled CITY ON FIRE. In addition, several other 
film properties are in the development stage. 


In the past years, ICL Industries Ltd., (our motion 
picture production division) operated as a separate 
entity. Film production activities for theatrical 
product are now fully integrated with theatrical 
distribution. 
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ASTRAL BELLEVUE 


Consolidated Balance Sheet as at February 25, 1978 


ASSETS 


CURRENT ; , 
Accounts receivables i cles Are | oe Ot eee See ene 
lnventorresdiNotey|)i cfs: .9s, cache be eee a npn nee ee 
Film royalties and costs (NOt INE. ero ear greene eee ae oe eee foe ee 
Prepaid OXPEN SES eas sc 6S ea ial mane eats ea 


DefennecttnGonmebstaxeSmne CON lailo|| Cie seamen era an ea ene 


FIXED 


Equipment and:improvementsiNote2) 2 pmsn ins. .ainleies one eee ee 


OTHER 


ON BEHALF OF THE BOARD 


Director 


Ces Benbeap 
Director 


1978 


$ 3,483,000 
5,267,000 
893,000 
158,000 
154,000 


9,955,000 


3,161,000 


51,000 
1,546,000 
1,597,000 


$14,713,000 


1977, 


$ 3,479,000 
4,437,000 
975,000 
176,000 


9,067,000 


2,753,000 


140,000 
1,546,000 


1,686,000 


$13,506,000 


CURRENT 


LIABILITIES 


Be GGeTCUMGESONINOLE O) oes ware eel sich awe vide a del ais Gos bee es 


Becomes payable and accrued liabilities... . 2... 2.065585 ..4 0. Jens 


PPR NCS MAVADICen yaar sac Suis won eee ee oe a 


DLC CHIN COM CH aXeSareity. Tene ee eta. Seta ree tele chou ees 


Bore rormnscebtGuenvithi One@:yCar «ios. 6 2s. dk kee wee dnote ea we 


ee are E Eon NOLO Aue Shan tors ete Sade wilede Uhie ahs lenmles sown w lls eta 


EOE HNG OWEN ES eae eid ates ee Miah) A a as eh pe Re ee ae ALS St 


NP EGR CTSA SES 5 a ee 


RETAINED EARNINGS 


1978 


$ 1,771,000 
4,149,000 
73,000 


455,000 
6,448,000 


1,561,000 


431,000 


3,599,000 


2,674,000 


6,273,000 


$14,713,000 


1977 


$ 1,439,000 
3,213,000 
91,000 
310,000 
568,000 


5,621,000 


1,616,000 


311,000 


3,599,000 


2,359,000 
5,958,000 


$13,506,000 
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Consolidated Statement of Earnings 


For the year ended February 25, 1978 


REMENWES tere tteriar anes rye 


EXPENSES 
COSHOPSAIES... 62454 nocd sou 


Selling and administration. . . 


Interest on long-term debt .. . 


Other mterests. -.. sete eee 


Heprectationc.. sea a eo eee 


lIMmeoniestaxes = sae aera ere 


NEIEARININGS 3. (reve pear shes 


PER COMMON SHARE 


NetmeannlingS.. sin ee 


Consolidated Statement of Retained Earnings 


For the year ended February 25, 1978 


BALANGE=BEGINNINGIOP WEAR gacic-.o ete hi serene etre coca kh see 


Nethiearniess > ea sear 


Dividends on preference sharesere. fre. fe hee od ee een eee 


Dividends on common shares 


yA ING aN (D OF, YEAR Cocoa os cteeees coo kos Ene ere cans a ee 


1978 


$26,404,000 


17,923,000 
6,717,000 
175,000 
170,000 
561,000 


334,000 
25,880,000 


$ 524,000 


18 cents 


1978 


$ 2,359,000 
524,000 
2,883,000 


16,000 
193,000 
209,000 


$2,674,000 


1977 


$24,822,000 


16,588,000 
6,134,000 
59,000 
273,000 
546,000 


519,000 
24,119,000 


$_ 703,000 


25 cents 


Re Ven 


$ 1,838,000 
703,000 
2,541,000 


16,000 
166,000 
182,000 


$2,359,000, 


ASTRAL BELLEVUE APE occ: 


Consolidated Statement of Changes in Financial Position 
For the year ended February 25, 1978 


1978 SI 
SOURCE OF FUNDS 
OS UE STIS 6 ogee SO a sr $ 524,000 $ 703,000 
NE ORCC TIO, gsr os ok PO aes OU a I cr ar eae ed 561,000 546,000 
DalencecslnGolunertaxese es aie tuk See ee ee nt oe eg ey can 120,000 32,000 
Unremitted earnings from corporate investments ................0.. (7,000) (43,000) 
Rene OLOVIICOATOM OPEFatiOnsS (ok a occa se nwe Gabbe ob deen 1,198,000 1,238,000 
Proceeds of disposal of fixed assets (1977 also includes proceeds of 
disposal of a corporate investment, less loss on closing of a 
RPA GTN GAC TIL jars eich ren een Aa Pa ok hosel Cele ea ee aE 80,000 386,000 
Mae CNGnTOLOdISMeCEIVADIC.c 255 ues oo nb ae da Owain Re a 96,000 225,000 
MRECCCS Ol LOMS-TElINLGOOLi cee kek s CNet SUM aly ie ls okie Bs Sea oye 308,000 1,504,000 
1,682,000 3,353,000 
APPLICATION OF FUNDS 
v2 TONG CI RCV TeTO Re CRS SS Aaa eC a es ee ena 1,049,000 721,000 
Renrement co ronerern CeDiwn oc wo eet Tee vv. dake or iceGla maa nt wos 363,000 397,000 
IAPC CLS: DUNG ys, see ao epee ee IRS PPAR eg od el, COONEY 8, 209,000 182,000 
1,621,000 1,300,000 
NG SEAS Ball NEVVORKIN GCA PRIMAL he con 5.5 & teens oe eR oo cee 61,000 2,053,000. 
WeNING: APT AL=BEGINNINGIOP YEAR Gee) a rg. Pee eee SLAY: __ 3,446,000 1,393,000 


IS OSG CN 244 ed es SH BO) Oe By Oa ee ceo eee $ 3,507,000 $ 3,446,000 
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Notes to Consolidated Financial Statements as at February 25, 1978 


1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 


a) Principles of consolidation: 


The consolidated financial statements include 
the accounts of all subsidiary companies. 
Corporate investments are accounted for on 
the equity method. 


b) Inventories: 


Merchandise held for resale (1978 — $4,152,000; 
1977 — $3,221,000) is valued at the lower of 
cost or net realizable value. Films held for 
distribution (1978 — $1,115,000; 1977 — 
$1,216,000) are amortized on a weighted basis 
over six to fifteen years. 


c) Film royalties and costs: 


These costs represent the unrecovered portion 
of advance royalties and deferred film costs 
expended for films acquired under distribution 
agreements. Net income is recognized with 
respect to these films only after all costs are 
recovered. 


d) Fixed assets: 


Equipment and improvements are depreciated 
over their estimated useful lives. 


e) Income recognition: 


Income from distribution of films is recognized 
as instalment payments become due. 


2. FIXED ASSETS 


Equipment and improvements are carried at cost 
less accumulated depreciation of $3,647,000 
(1977 — $3,122,000). 


3. BANK INDEBTEDNESS 


Bank indebtedness is secured by certain assets. 


4. LONG-TERM DEBT 


Term loan currently bearing interest 

at the rate of 10%% , repayable over 

the period to March 1, 1983, subject 

to review on March 1, 1979, and 

secured by certain assets.......... $1,425, 000 


Term loan bearing interest at the 

rate of 104% , repayable over the 

period to February, 1985, and 

secured by certain assets.......... 342,000 


Other loans bearing interest at 

various rates, certain of which are 

secured by fixed assets............ 249 000 
$2,016,000 

Principal payments are due in the 

following fiscal years: 


1979 | 5. 4 ch ees eee $ 455,000 
1980). elena eee > i OO0 
198le. eet Ae ae eee eee 343,000 
NOB 2 on ars atk Sa ee ee 348,000 
IGS he Are a7 daa eee 353,000 
1984 and 
theredtter se enna 200,000 
1,561,000 
$2,016,000 


. CAPITAL STOCK 


Authorized — 

32,500 - 5% Non-cumulative, 
preference shares of $10 par 

VAG ncaa des re eae Fea an 


5,000,000 Common shares without 


pan Valuins Raster See ee eee 

Issued and fully paid — 

32,500 Preference shares ......... $ 325,000 

237 58,263 CONMMOM:,SlaveSa eres eee 3,274,000 
$3,509,000 


The preference shares are entitled to ten votes 
each and are convertible on the basis of two 
common shares for each preference share. 


Options outstanding to employees total 67,500 
common shares exercisable at $1.25 per share 
until June 30, 1981. 


. ANTI-INFLATION ACT 


The Company is subject to, and believes it is 
complying with, the Anti-Inflation Act, which 
provides, as of October 14, 1975, for the restraint 
of profit margins, prices, dividends and 
compensation. 


7. LEASE OBLIGATIONS 


The minimum annual rentals payable in the next 8. REMUNERATION TO DIRECTORS AND 
five fiscal years under long-term leases, exclusive SENIOR OFFICERS 


of additional rent based on sales, are as follows: Reaminerriempardiby the Company tits 


ey ae oe OS $ 898,000 directors and senior officers (nine persons) 
during the year ended February 25, 1978 
POLO). 33 Seen ee teed ee es 864 d 
eave) amounted to $382,000 (1977 — nine persons — 
CER yy Secret 9549 pee ee By 815,000 $353,000). 
1982 5 CARRE SR eee 729,000 
USS ieee ea Be ee era ra Re 618,000 


AUDITORS’ REPORT 
To the Shareholders of Astral Bellevue Pathé Limited 


We have examined the consolidated balance sheet of Astral Bellevue Pathé Limited as at February 25, 
1978 and the consolidated statements of retained earnings, earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the com- 
pany as at February 25, 1978 and the results of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Zittrer, Siblin, Stein, Levine & Co. 


Montreal, Quebec Chartered Accountants 
May 25, 1978 


DIRECTORS: 
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HEAD OFFICE 
720 King St. W., Toronto, Ontario M5V 2T3 


Harold Greenberg lan Greenberg 


President and Chief Executive Vice-President and Treasurer 
Officer of the Company, Montreal of the Company, Montreal 


aie. EXECUTIVE OFFICES 
175 Montpellier Blvd., Montreal, Quebec H4N 2G5 


Corporate Officers 

Harold Greenberg — President & Chief Executive Officer 
lan Greenberg — Vice-president and Treasurer 

\I- Trevor Eyton — Secretary 

Allan W. Hitelman — Controller 


Subsidiaries and Divisions 


DISTRIBUTION 
ASTRAL FILMS LTD. 
Michael Stevenson, President 


iS => d 3 Sie Ss rao ered 
sidney Grecnnee EA Vara NATE FO Raa ASTRAL TELEVISION FILMS LTD. 
President, Bellevue Chairman Edper Investments Ltd., W. Vern Furber, President 
Photographic Ltd., Toronto Montreal 


MOTION PICTURE PROCESSING & SOUND 
RECORDING SERVICES 

BELLEVUE PATHE LABORATORIES 

Montreal and Toronto 

André Collette, President 

Joseph Grimaldi, Vice-president, Sound Services, Ontario 


PHOTOFINISHING 
BEEEEV VE PAOn® 

Toronto and Montreal 

Sidney Greenberg, President 
Leo Levy, General. Manager, Montreal 
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Harvey Greenberg Austin C. Beutel 


President, Astral Photo, Montreal President, Beutel, Goodman 
& Co. Ltd., Montreal 


RETAIL 
ANGREEN PHOTO 
lan Greenberg, President 


ASTRAL PHOTO 
Harvey Greenberg, President 


Auditors 


Zittrer, Siblin, Stein, Levine & Co. 
Montreal - Toronto 


Om 


Jack L. Cockwell J. Trevor Eyton 
Vice-President and Treasurer, Partner Tory, Tory, DesLauriers & Tory, Tory, DesLauriers & Binnington, Toronto 
Edper Investments Ltd Binnington, Toronto 


Corporate Counsel 


Johnston, Heenan & Blaikie, Montreal 
Liberman, Segall & Finkelberg, Montreal 


Bank 
The Royal Bank of Canada 


Listing 
Montreal Stock Exchange 


Transfer Agent and Registrar 


John L. Liberman Laurent Picard Canada Permanent Trust Co. 
Partner, Liberman, Segall & Dean ot the Faculty ot Montreal, Toronto, Winnipeg, 
Finkelberg, Montreal Management, McGill University 


Regina, Calgary and Vancouver. 
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